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SUMMARY OF A RESEARCH STUDY 
ON BUDGETARY PRACTICES 


By: 
Dr. Glenn A. Welsch and 


Professor of Accounting 


By: 
Dr. Burnard H. Sord 


Assistant Professor of Management 


College of Business Administration x 
The University of Texas 


BACKGROUND OF THE STUDY 


Budgeting has come to be recognized as a 
particularly effective technique to aid manage- 
ment in meeting the challenge of dynamic plan- 
ning and control imposed by modern-day com- 
petition and operational complexity. The rapid 
acceptance of budgeting after World War II, 
despite ‘‘good times,’’ indicates that the tech- 


niques of budgeting have become a part and hundred and eighty-nine usable replies were j 
parcel of the process of scientific management. received by mail, which when added to the ¥ 
This widespread interest created a real need for thirty-five persona] interviews provided 424 4 
more information relative to the budgetary usable responses. The mail questionnaire re- = 


process. Businessmen, managers, writers, 
teachers, and students continually asked for 
more information relative to the budgetary process. 
Serious questions were also asked by these 
groups relative to the extent of use of budgeting 
by the betteremanaged companies. 


In recognition of these needs the Controller- 
ship Foundation undertook to support and fi- 
nancially underwrite a research study designed 
to ferret out and appraise the budgeting policies 
and practices employed by a select group of 
American and Canadian companies. The study 
was conducted by the authors and the results 
have been published in book form by the Foun- 
dation under the title, Business Budgeting -- A 
Survey of Management Planning and Control 
Practices. The final report contains 93 tables, 
12 figures, 4 appendices, and 366 pages. The 
study was in process over a period of two years. 


A select list of 820 companies having a repu- 
tation for outstanding management practices was 
developed by screening literature published by 
The Controllers Institute, American Management 
Association, National Society for Business Bud- 
geting, and National Association of Accountants. 


The files of the Controllership Foundation also 
were used extensively. From the list, thirty-five 
firms were selected for intensive depth-type 
personal interviews. Interviews were scheduled 
with from three to seven persons at several levels 
of management in each of these companies. 


A four-page questionnaire was carefully de- 
signed and mailed to 765 of the companies. Three 


sults were used in the analysis primarily to 
check on the general validity of information 
developed in the interviews and the interpreta 
tions based upon them. One of the primary pur- 
poses of the personal interviews was to in- 
vestigate the human relationships involved in 
the planning, controlling, and budgeting processes, 


The respondents were geographically dis- 
persed throughout the United States and Canada, 
Responses by industry were as follows: Durable 
Manufacturing 202, NonDurable Manufacturing 
141, Public Utilities and Transportation 45, 
Wholesale and Retail 19, Finance 11, and Mis- 
cellaneous 6, The responses were grouped by 
size as follows: Small (under 2,500 employees) 
129, Medium (2,500 to 10,000 employees) 161, 
and Large (over 10,000 employees) 134. 


In interpreting the results it is important to 
remember that the companies selected do not 
represent a random sample, but rather a selec 
tive sample of American industry. Therefore, the 
results should not be considered as representa- 
tive of the practices of the average company, 
but rather as representative of the practices of 
firms reputedly doing a better-than-average job 
of planning, budgeting, and controlling oper 
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ations. The results indicate standards of good 
practice, point up better practices, and should 
be effective in lifting the level of budget ac 
ceptance in the average firm. 


BAS!C FUNCTIONS OF MANAGEMENT 


In order to develop a basic frame of reference 
for the study, the researchers devoted consider 
able thought to the functions of management. 
Obviously, any study of the process of budgeting 
should be placed within this frame of reference. 
Many attempts have been made to categorize 
the basic functions of management -- we were no 
exception. Literature is replete with such cate- 
gorizations, few of which are in agreement one 
with the other. In discussing this somewhat 
academic problem with practicing managers we 
soon found that, at least in their minds, the 
traditional classifications of the basic functions 
of management left much to be desired. Spe 
cifically, some of the more fundamental functions 
were completely overlooked, such as the ‘‘con- 
ception of business opportunities.’’ Of course, 
by definition one could include anything and 
everything in a term such as planning; neverthe- 
less, these practical businessmen were not 
impressed by such semantics -- they expected 
to see the basics spelled out. 


With the assistance of the advisory committee 
of practicing controllers and the suggestions of 
the managers interviewed personally, the frame 
of reference shown in Figure 1 (Basic Functions 
of Management) was developed. 


The portrayal of the functions of management 
in Figure 1 is in terms of a complete cycle 
around MANAGEMENT sstarting with the con- 
ception of business opportunities and ending 
with appraisal to improve future cycles. The 
over-all functions are shown to be (a) conception 
of business opportunities, (b) planning, (c) mo- 
tivating and executing, (d) control, and (e) ap- 
praisal; these being integrated and made effec 
tive by coordination and communication. 


The planning function is detailed in such 
manner that the place of the budgetary process 
is clearly revealed. Note that the budgetary 
process is intimately involved in the details of 
planning through (a) establishing long-range 
plans, (b) developing short-range plans and 
profit objectives, (c) establishing expenditure 
plans, and (d) establishing standards of per 
formance for groups, individuals, and tasks. 
Thus, the budgetary process is shown to be 
vital to the broad problem of management plan- 
ning; it provides the vehicle for assuring def- 
initeness to this vital management activity and 
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for expressing the probable financial results in 
a formal manner. 


The control function is detailed so that the 
important elements of control are emphasized-- 
observing, reporting, comparison, appraisal, and 
corrective action. Note the vital position of the 
budgetary process in the control function. 


DEVELOPING PROFIT OBJECTIVES 


An outstanding finding relates to the recog- 
nition on the part of top management of the 
importance and usefulness of budgeting in the 
integration of planning. 


The establishment of definite overall profit 
objectives is especially important since such 
generalized objectives provide the principal 
basis for the detailed objectives of the fim. 
Information gathered during the study reaffirms 
the importance generally accorded profits as a 
primary measure of both over-all company per- 
formance and of major subdivisions. Of the 424 
companies participating in the study, 423 eval- 
uate the performance of subsidiaries, divisions, 


or other subdivisions in terms of profit con- 
tribution. 


In order to determine the extent to which 
short-term profit objectives are established and 
formalized, each participating company was 
questioned on this specific point. Ninety-six 
per cent (407 companies) establish definite 
profit objectives for periods of one year or less. 


The study revealed that an extremely high 
percentage of the participating companies de 
velop a coordinated plan of operations or budget 
consistent with the desired profit objectives. 
Ninety-one per cent (385) of the 424 participat- 
ing companies reported that definite objectives 
and goals are incorporated into a detailed plan 
of operations or budget. Although they did not 
specifically indicate the utilization of a budget, 
another 7 per cent did indicate that they formally 
express the combined objectives and goals of 
the various organizational units in financial 
terms, 


The plan of operations or budget is generally 
supported by specific objectives in the principal 
areas of activity (Figure 2). 


FIGURE 2 


PER CENT OF 424 COMPANIES SUPPORTING THE PLAN OF 
OPERATIONS WITH DEFINITE BUDGET OBJECTIVES 
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Of the 424 companies cooperating in the study, 
97 per cent develop definite sales budgets; 93 
per cent develop definite capital-expenditure 
budgets; 93 per cent develop definite advertising 
budgets; 87 per cent develop definite expense 
tudgets; 86 per cent develop definite cash bud 
gets; 79 per cent develop definite production 
budgets; 75 per cent develop definite research 
budgets; 48 per cent develop definite raw ma- 
terials (purchases) budgets; 42 per cent develop 
definite credit and collection budgets; and 42 
per cent develop definite budgets of number of 
employees. Thus the study bears out the gen- 
erally accepted belief that the over-all plan of 
operations is supported by detailed objectives 
in all areas of activity. 


IN DEVELOPING THE 
PLAN OF OPERATIONS 


One of the more significant findings in the 
personal interviews relates to the real emphasis 
which management places on active participation 
in the planning process. Top management re- 
peatedly pointed out that each executive having 
responsibility for a major activity also has direct 
responsibility for establishing the objectives for 
the area supervised, subject to review by higher 
authority. 


A significant feature of the insistence on par- 


ticipation relates to the human relations factor. 
Participation is generally recognized as one of 
the fundamentals of good human relations. Par 
ticipation recognizes the individual by develop- 
ing ‘‘a sense of belonging.’’ Participation in the 
budget process (profit planning) provides an 
excellent avenue for motivating people through 
full utilization of their abilities. 


As the personal interviews progressed it 
became apparent that common patterns of par 
ticipation could be identified in the cooperating 
companies. First, it was evident that many lower 
level supervisors participate in planning (a) by 
actively developing, or (b) by reviewing plans, 
for the area supervised. Second, a successive 
screening and coordinating of plans generally 
occurs at each higher level of management prior 
to final approval by top management. Third, one 
individual usually assumes responsibility for 
coordination of all plans into a master plan of 
operations. Fourth, top management finally co- 
ordinates and approves the overall plan and 
formulates general planning objectives. 


The flow of ideas resulting from participation 
may be likened to a manufacturing process. 
Figure 3 shows the ‘‘manufacture’’ of an Ap- 
proved Plan of Operations by the various levels 
of management. 
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PLANNING BUDGET 
( The Finished Product ) 


After the plan enters the ‘‘work in process’’ 
stage each of the successively higher levels of 
management and staff departments contributes to 
the “‘modification of the product.’’ Note that the 
“‘raw materials’’ essential for the modification 
enter into the “‘planning process’”’ in the form of 
ideas, review, and revision at each management 
level. During the entire planning process staff 
departments periodically perform a type of in- 
spection and advise on the quality of the prod- 
uct. In addition, there is a continuous “‘feed- 
back’’ of (a) technical assistance and service 
from the staff group, and (b) ideas, suggestions, 
and instructions for revision (reworking) from 
all levels of management except lower-level 
supervisors. The resulting ‘“‘finished product”’ 
The Plan of Operations -- represents the ‘‘best 
quality possible under the circumstances’’ if 
the entire process operates efficiently with no 
of corners.”’ 


During a number of interviews executives 


stressed the fact that the degree of participation 
desired and the degree of participation actually 
existing were not always the same. Few of the 
executives interviewed were entirely satisfied 
with participation, especially at the lower 
management levels. 


In companies generally believed to have out- 
standing budgetary policies and practices, it is 
almost universally a policy that all levels of 
management participate in setting budgets, and 
in most instances top management feels that 
participation in planning can and should be 
improved in their companies. 


One of the questions asked during the personal 
interviews concerned the delegation to subor 
dinate levels of management of responsibility 
for establishing objectives. The same question 
was included in the mail questionnaire. Personal 
interview and mail questionnaire replies are 
presented in Figure 4. 


FIGURE 4 


LEVEL OF MANAGEMENT DEVELOPING DEFINITE BUDGET OBJECTIVES 


Goals and objectives are established 
exclusively by members of higher man- 
agement without consultation with 


subordinate levels of management 


Goals and objectives are developed by 
higher levels of management and are 
presented to subordinate levels of 
management for their consideration 
and comment prior to final adoption 


Subordinate levels of management are 
requested to submit goals and objectives 
relating to their particular functions for 
review and final approval by higher 
levels of management 
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The values of participation are immense. 
Plans screened at successively higher levels 
provide an excellent opportunity for two-way 
communication, The screening of the goals and 
objectives developed by a subordinate provides 
an excellent opportunity for constructive di- 
rection and training of the subordinate. A num- 
ber of top and middle management executives 
interviewed also noted that the two-directional 
exchange of ideas and discussion of problems 
is extremely beneficial to them. These aspects 
were emphasized in several interviews with 
executives. 


The use of this procedure results in better 
planning, since lower levels of management who 
actively participate in developing goals and 
objectives are intimately acquainted with the 
problems and methods of execution, and higher 
levels of management who screen plans appear 
to be more intimately acquainted with problems 
of coordination and balance. 


The real values of participation at all manage- 
ment levels in planning, aside from better plan- 
ning, are the psychological values that accrue as 
the result of participation. A high degree of 
participation is conducive to better morale and 
greater initiative. 


DUTIES OF BUDGET COORDINATOR 


The development of a realistic PLAN OF 
OPERATIONS or BUDGET is a tremendous 
task -- one that requires careful specification of 
duties and time schedules. Obviously, the chief 
executive has ultimate responsibility for the 
planning. (budget) program; however, it is nec- 
essary that a large part of the supervisory re- 
sponsibility connected with coordination of the 
plan of operations or budget be delegated to some 
staff officer. At the same time, responsibility 
for developing detailed plans and objectives 
should be definitely assigned to the functional 
executives having line responsibility for carry- 
ing out those plans and objectives. The staff 
officer (budget director) should design the 
system, supervise its operation, and provide 
staff assistance and constructive appraisal to 
the responsible executives. 

A noteworthy aspect of the planning process 
clearly evident in the companies cooperating in 
interviews relates to the role of the budget co- 
ordinator. Although the exact duties and respon- 
sibilities of the budget coordinator vary from 
company to company, they may be summarized 
as follows: 

1, Recommend budgeting or profit planning pol- 
icies and procedures to top management. 


2. Coordinate preparation of budgets. 


3. Provide staff assistance to management in 
the preparation of budgets. 


4. Screen budgets of major departments and con- 
solidate these into a master budget or profit 
plan expressed in financial terms. 


5. Evaluate the adequacy of the budgets of the 
various major activities and the master budget 
or profit plan (including communication of the 
evaluation to management). 


6. Design budget forms, reports, and schedules 
for budget program. 


7. Supervise and coordinate the budget reporting 
procedure. 


8. Analyze and interpret significant variations 
from budget and certain other standards. 


A weakness noted during some interviews 
concerned the inability of the budget staff to 
obtain line participation in developing budgets. 
There was a noticeable tendency in some cases 
on the part of line people to relinquish line bud- 
get responsibilities to the budget staff. Line 
personnel simply did not wish to be “bothered 
with it.’’ In most of these cases the budget staff 
appeared to have no desire to prepare budgets, 
and for them to do so was contrary to the intent 
of the management. 


Correction of the condition involves the edu- 
cation of management, especially at the lower 
levels, in the importance and use of planning and 
control tools. Educational programs to be ac- 
cepted must be participated in by line super 
visors. Staff direction and assistance in edu- 
cational programs also are essential. 


The deficiencies noted above are primarily 
human weaknesses coming out of the use of 
complex planning techniques. As far as could 
be determined, there was little that was basi- 
cally wrong with the planning techniques; 
people were simply not using them in such a 
way as to obtain real participation. Correction 
of the human weaknesses noted above involves 
educating and training people rather than altering 
the planning procedure. Personal interviews also 
showed that the respective roles of line and 
staff personnel in planning, controlling, and 
budgeting are not always clearly defined or 
understood. 


LONG-RANGE PLANNING 


The study provided many indications of a 
growing awareness on the part of management of 
the need for definite planning extending beyond 
the usual one-year period. Planning expansion, 
manpower requirements, financing, and research 
and development are primarily long-range prob 
lems. Figure 5 indicates the extent of formalized 
long-range planning by the companies studied. 


Three types of degrees of long-range planning 
were distinguishable during the study. First, 
some companies limit the long-range planning to 
specific areas such as sales, capital expendi- 
tures, product development, and research. Second, 
other companies develop coordinated long-range 
plans for the major activities or elements of the 


FIGURE 5 


PER CENT OF 2); COMPANIES DEVELOPING LONG-RANGE 
FORECASTS OR PLANS IN MAJOR AREAS 


42 Companies Reporting 


| 268 Develop Long-range Sales Plans 


[ 269 Develop Long-range Capital Expenditures 
Plans 


229 Develop Long-range Profit Plans 


161 Develop Long-range 
Expense Plan 38% 


| 144 Develop 


Research Plans 


212 Develop Long-range Cash Plans | 50% 


business, but not specific detailed programs. 
Third, some-companies develop detailed long- 
range programs and projects by specific years. 
This latter procedure represents the most highly 
developed long-range planning. Customarily the 
companies using this detailed approach carefully 
integrate the short-range plan of operations with 
the long-range plans. 


Despite the close relationship that should 
exist between short-range and long-range plans, 
some companies prefer to separate the two dis 
tinctly on the basis that otherwise the long-range 
plans receive insufficient attention. 


Some companies follow the practice of revising 
long-range plans only ‘“‘as needed,’’ whereas 
others follow the practice of regular revision; 
the revision is usually on an annual basis. The 
study indicated that long-range planning is not 
accorded the status of short-range planning. It 
is the opinion of the researchers that a possible 


management deficiency. of some significance is 
indicated with respect to long-range planning. 


THE CONTROL FUNCTION 


Control is a managerial activity carried on to 
insure that the planned objectives are accom- 
plished in an effective manner. Once the actions 
called for in the plan of operations are initiated, 
results should be checked and performance 
evaluated. A control system should provide the 
information needed to evaluate progress. 


An atmosphere favorable for effective control 
is created to a considerable extent during the 
planning process. Participation in the planning 
process can do much to generate understanding 
and acceptance of the performance standards 
which are essential in the control process. At 
the same time, it must be recognized that the 
atmosphere for control is not generated solely 
during the planning process. The give and take 
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involved in day-to-day relations in actual control 
situations has a definite effect upon the attitude 
of people toward control. 


CONTROL — REPORTING 


The effectiveness of the control process is 
dependent to a large degree upon reliable meas- 
urement and reporting of actual performance in 
terms of organizational or operating responsi- 
bility. The interviews brought out the fact that 
the companies generally have accounting systems 
that follow organizational structure. 


One of the most important types of control 
information for management is that which in- 


dicates whether planned performance has or has 
not been achieved. Control reports covering 
such items as sales, costs, expenses, profits, 
and cash are essential for interpretation and 
evaluation of results. Both the personal inter 
views and the replies to the mail questionnaire 
show that an extremely high percentage of the 
companies have adequate progress reports in- 
cluding a comparison of actual results with 
planned objectives. Figure 6 indicates to some 
extent the high degree of use of periodic control 
reports. These percentages shown in Figufe 6 
are more significant in view of the fact that all 
of these reports show comparison of actual re 
sults with planned performance. 


FIGURE 6 


NUMBER AND PER CENT OF COMPANIES PREPARING REPORTS COMPARING 
ACTUAL PERFORMANCE WITH STANDARDS OF PERFORMANCE 


424 Companies Reporting 


100% 


385 Prepare a Detailed Plan of Operations 91% 

391 Prepare Periodic Profit Reports (Comparing Actual with Budget) 92% 

393 Prepare Periodic Sales Reports (Comparing Actual with Budget) 93% 

306 Prepare Periodic Cash Reports (Comparing Actual with Budget) | 72% 

399 Prepare Periodic General and Administrative Expense Reports 94% 
(Comparing Actual with Budget) 


362 Prepare Periodic Distribution Expense Reports (Comparing Actual 


with Budget) 85% 
349 Prepare Periodic Factory (Overhead) Expense Budgets 82% 
(Comparing Actual with Budget) 


Since timely corrective action is fundamental 
to effective control, the frequency and ume 
liness of control reports consistent with the cost 
of preparting them cannot be overemphasized. 
Generally, the companies participating in the 
study utilize monthly control reports. However, 
some businesses with fairly stable short-term 
operating cycles (for example banks) use quarter 
ly progress reports. Other businesses desiring 
tighter control in certain areas employ daily or 
weekly control reports in these particular areas. 


EXPENSE BUDGETS 


Detailed expense standards facilitate the ef- 
fectiveness of expense control. The expense 
budget is clearly the device most generally 
used for expense control in the companies sur 
veyed. The types of expense budgets employed 
by the companies cooperating in the study are 
indicated in Figure 7. The evidence was clear 
during the interviews that expense control gen- 
erally is highly developed in the companies 
cooperating in this phase of the study. 


FIGURE 7 


COMPANIES PREPARING DETAILED EXPENSE BUDGETS AND IDENTIFYING 
THE VARIABILITY AND CONTROLLABILITY OF EXPENSES 


FACTORY EXPENSE 
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DISTRIBUTION EXPENSE 
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The fact that management is keenly aware that 
control procedures should take into account 
changing levels of activity is clearly revealed 
in the survey findings. The findings indicate that 
the variable expense budget is the most widely 
used cost control technique for adjusting ex- 
penses to fluctuations in volume. 


Significantly, a high percentage of the com- 
panies studied use variable expense budgets for 
distribution (marketing) costs and for general 
and administrative expenses as well as for maru- 
facturing costs, The utilization of variable ex- 
pense budgets in these two areas in particular 
indicates a growing recognition of the useful- 
ness of a flexible technique for most types of 
expenses. 


One phase of the survey concerned the extent 
to which expenses are identified as controllable 
or noncontrollable on expense control reports. 
It is significant that approximately 50 per cent 
of the companies represented in Figure 6 identify 
all types of expenses as controllable or non- 
controllable. This is indicative of the progress 
that has been made in the classification of ex- 
penses in terms of responsibility. However, it 
must be noted that a substantial percentage of 
companies still do not identify expenses as 
controllable or noncontrollable. One primary 
criticism by foremen of expense control reports 
relates to the failure to clearly identify expenses 
as controllable or noncontrollable. 


ESTIMATION OF FUTURE PERFORMANCE 


A significant finding coming out of the per 
sonal interviews relates to the periodic estima- 
mation of future performance. A comprehensive 
budget covering all activities of a business for 
a specified period represents a statement, pri- 
marily in financial terms, of management ex- 
pectations; obviously what actually happens 
will be somewhat different. Once expected plans 
have been formulated and are being carried out 
to the fullest extent possible, management has 
a heavy responsibility for the guiding action 
necessary to insure that operating results will 
be satisfactory notwithstanding unexpected 
developments, 


Since the budget is an instrument of both 
planning and control, provision should be made 
for periodic examination of performance agains< 
budget goals. The interviews revealed two types 
of analyses of performance. One analysis is 
concerned with an evaluation of past pesformance 
compared with the original budge< or plan of 
sperations. The other analysis relates actual 
resuits to date with an estimation of future per 
formance to determine the probable outcome for 
the overall period in view of new developments 
originally unforeseen. Both analyses usually 


are made on a periodic (monthly or quarterly) 
basis. The latter, in effect, constitutes a re 
examination of the primary economic factors in 


the light of known conditions to date and re- 
estimates of the future, to recast probable re 
sults for the original planning period. 


The comparison of actual performance with 
the original plan may reveal to management that 
unforeseen and unexpected conditions have 
arisen indicating that the original plan or budget 
cannot be achieved. In this situation manage- 
ment may take action by revising the original 
plan in accordance with the changed conditions, 
Also, it may be possible to improve operating 
results by taking action designed to remedy the 
causes of unsatisfactory performance. 


Some of the companies interviewed do not 
make provision for revision of the original budget. 
Nevertheless, executives in these companies 
agree that a continuous need exists for a peri- 
odic recasting in the light of developments to 
date in order to determine the effect of events 
originally unforeseen on the final results for the 
period. A number of the companies interviewed 
expressed the opinion that the original plan 
should not be altered without sufficient reason, 
but that continuous estimation of future per 
formance is essential. These executives believe 
that the ori ginal plan should remain as the goal 
as long as it is realistic. 


A number of the interviewed companies utilize 
the technique of estimating future performance 
(compared with the original plan) as a basis for 
modification of policy. The use of this pro- 
cedure allows management to retain the original 
budgets as objectives, yet furnishes a sound 
basis for modification of policies and plans to 
meet sudden or unexpected developments. The 
procedure is extremely important in that it pro- 
vides the flexibility essential in the execution 
of planned objectives as expressed in the plan 
of operations or budget. 


The impression should not be gained that 
original budgets are viewed as inviolate. There 
is general agreement that they should be amended 
when it is concluded that the original plans do 
not constitute realistic objectives in the light of 
new conditions. 


Figure 8 shows a graphic method of presenting 
the results of ‘‘estimating future performance”’ 
related to the original plan or budget. Figure 8 
is based on cumulative total sales data. 


The procedure of estimating future perfor- 
mance may be applied to all aspects of the plan 
of operations; however, particular application 
noted relates to sales, cash, capital expendi- 
tures, and profits. 


FIGURE 8 
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SUMMARY OF PLANNING AND CONTROL 


Control must be exercised constantly at all 
management levels to achieve a high degree of 
coordination and efficiency. Since final execu- 
tion of detailed plans is generally the responsi- 
bility of lower levels of management, a con- 
siderable amount of attention must be devoted 
to control at these levels. Control demands a 
good portion of the time of the lower-level super 
visor. This statement does not imply that the 


lower-level supervisor does not plan. Planning 
at all management levels is necessary. It was 
clear from the interviews that lower-level super 
visors are considerably more concerned with 
control than with planning. Original planning is 
usually performed at a high management level, 
and much of the supplementary detailed planning 
is done by staff departments before the lower- 
level supervisor becomes involved. Neverthe 
less, lower-level management should be brought 
into the planning function consistent with the 
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realization that the lower the level of manage- 
ment, the greater the amount of time devoted 
to control. 


Participation in planning is an important 
method of obtaining acceptance of plans and 
responsibilities for performance included in 
the plans. However, participation in planning 
differs from participation in control. Planning 
attempts to consolidate the efforts of all man- 
agement levels in the formulation of the best 
possible course of action. Control action must 
be exercised in a different atmosphere. There is 
a possibility that something has not been ac- 
complished properly. Control often deals with a 
failure to accomplish something in the desired 
manner. Herein lies the key to the success of a 
good control system. Success in control action 
depends on the ability to motivate individuals 
constructively. Success depends on the ability 
to generate within each supervisor a sincere 
desire to accomplish, or even to surpass, the 
standards of performance. 


Although there is a tendency to view the 
functions of planning and control as one, man- 
agement should clearly distinguish between them. 
Participation in the planning process is de 
sirable in that positive contributions are solic- 
ited, thereby generating a constructive attitude. 
On the other hand, the characteristics of the 
control function are such that a constructive 
attitude is not easily developed nor easily 
maintained, Management should gear their think- 
ing to the idea that the important thing is not 
that deficiencies have occurred, but that there 
were definite causes for such deficiencies which 
must be identified and constructively evaluated. 
A primary problem facing management is that of 
uncovering weaknesses so that timely and ap- 
propriate corrective action can be taken. This 
problem is overriding in the control process. 


One of the most critical tests faced by a man- 
ager relates to the operation of the control 
process. Managers are expected to make things 
happen through others. A supreme test of this 
ability arises when it is necessary to take con- 
trol action. People must be motivated, not pres- 
sured, to exert continuous and conscientious 
effort to accomplish plans and to conform to 
standards or budgets. Fundamentally, this effort 
involves the practice of good personnel manage- 
ment. A human relations problem rather than a 
technical problem is involved which can be 
solved by utilizing sound principles of human 
relations, 


BUDGET PRACTICES 


One phase of the study was concerned with 
the detailed budget procedures used by the par 
ticipating companies. For example, questions 
such as the following were asked: (1) How do 
you forecast sales? (2) What forecasts (as op- 
posed to budgets) does your company develop? 


(3) What is required of a supervisor in case of 
significant deviations? (4) How do you segre 
gate the fixed and variable components of a 
semi-variable cost? (5) Who finally approves the 
over-all budget? Space limitations preclude 
inclusion of the data relative to the many inter 
esting replies such as the following: 


Length of time covered by the operating budget: 
Year 87%, Six months 9%, Three months 4%. 


Interim time periods used in the operating 
budget: Annual 2%, Semi-annual 1%, Quarter 
17%, Month 78%, Four weeks 2%, One week 1%. 


Prepare profit and loss budget: Yes 98% (75% 
on monthly basis). 


Prepare budgeted balance sheet: Yes 56% (36% 
on monthly basis). 


Prepare breakeven analysis: Regularly 51%. 
Have a budget manual: Yes 49%. 


Title of individual supervising the budget 
program: Budget Director or Manager 40%, Con- 
troller or Assistant Controller 34%, ‘Treasurer 
or Assistant Treasurer 9%, Miscellaneous titles 
17%. 


To whom does the person supervising the bud- 
get program report? President 30%, Controller 
or Assistant Controller 32%, ‘Treasurer or As- 
sistant Treasurer 13%, Vice-President Finance 
9%, Executive Vice-President or Vice President 
%, and Miscellaneous titles 8%. 


What are the principal problems encountered 
by your firm in developing budgets and budgetary 
control (in order of importance)? (1) Top manage- 
ment support, (2) Sales forecasting, (3) Budget 
education, (4) Developing standards, (5) Flexi- 
bility, and (4) Follow-up. 


CONCLUSION 


The study reveals the principal budgeting 
policies and practices followed by selected 
leading companies. The more important charac- 
teristics of successful budgeting which clearly 
stand out in the composite picture are: 


1. A firm foundation for budgeting based on: 


a. sound organizational structure which des- 
ignates clearly areas of authority and 
responsibility, and 


b. an adequate accounting system oriented to 
organizational responsibilities. 
2. A formalization and integration of: 


a. the planning process, and 


b. the control process, including the related 
procedures and techniques employed. 


3. A formalization and integration of the bud- 
getary system into a coordinated program 
consistent with organizational responsibilities 
and planning and control needs. 
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4. Adefinite and clear-cut assignment of respon- 
sibility for: 
a. budget estimates related to operational 
assignments, and 


b. over-all staff coordination of the budget 
program. 


5. A budgetary system that provides for: 


a. definite time schedules for the completion 
of formal plans consistent with specific 
planning responsibilities, 

b. timely reporting of results related to ob 
jectives, and 


c. prompt control action related to organi- 
zational responsibilities. 


6. Operating plans for the firm and for each 
major organizational division thereof for 
malized and expressed in detail. 


. A reporting system which compares actual 
results with standards or objectives by areas 
of organizational responsibility (applying 
the exception principle). 


8. Simple procedures, applied to the fullest 
extent possible, consistent with the require 
ments of the situation. 


9. A system whereby all levels of management 
actively participate in the planning and 
control processes. 


10.A recognition of the significant differences 
existing between the planning process and 
the control process, and an appreciation of 
the interrelationships between the two pro- 
cesses. 


11. A program of continuous budget education to 
insure an appreciation of the potentials in- 
volved, and an increasingly enlightened ap- 
proach in the application of budgeting. 


12. Active support and participation in the bud- 
getary program from top management to the 
lowest level of the supervision. 


13. A periodic follow-up to appraise the imple 
mentation of budgetary policies and control 
procedures by the lower levels of manage 
ment. 


14.A clear understanding and appreciation by 
both line personnel and staff personnel of 
line and staff relationships. 


15. Provision for enlightened budgetary staff 
assistance to lowerlevel supervisors when 
needed. 


16. A continuous participation by both line and 
staff in the solution of day-to-day planning 
and control problems. 


17. An adequate recognition of and emphasis on 
the importance of enlightened human relations 
in generating a spirit of willing cooperation 
among persons associated in an enterprise. 


18. A system of budgeting designed and applied 
primarily to motivate people rather than to 
exert pressure on individuals. 


19. An appreciation of the differences between 
‘job responsibilities’’ and control techniques. 


20. A recognition of the fact that control is ac 
complished through people rather than through 
techniques. 
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Excerpts From Convention Talks 


Due to myriad reasons, we are unable to publish all of the talks delivered by 
the renown speakers at the Eighth Annual NSBB National Convention, but just 
so we do not completely overlook the valuable contributions made by the speakers 
we have not fully covered in these pages, we are printing a brief summary of the 


talks delivered. Perhaps, to say a “‘ 


summary” is not adequately descriptive of 


the following text so rather we will call the following text a collection of ob- 
servations, thoughts, opinions and excerpts from the speeches. The article is 
part of a report prepared and circulated to the Cincinnati Chapter members, by 
Mr. Richard Shaw, Budget Director of The Procter and Gamble Company. 


Dr. Charles A. Bliss of Harvard spoke on 
“Economic Factors and Business Plans.”’ 
Dr. Bliss was an extremely provocative speaker. 
He indicated that the cause of the recession 
was basically a ‘‘Search for Liquidity.’’ People 
are liquidating inventory, capital equipment, 
and durable goods as borne out by GNP dropping 
18 billion . . . Worse time to change is during a 
recession, should make changes when things 
are going good otherwise contractions during 
bad times compound all down the line. An econ- 
omy drive during bad times is similar to the old 
theory of blood-letting to cure disease. This ap 
plies to both companies and individuals . . 
When you liquidate the corporate body, then you 
don’t have a going concern; thus, overliquidation 
is ridiculous . . . Our high level of standard of 
living gives a certain amount of unstability to 
our economy due to the fact that we can post- 
pone our wants (cars, etc.) without affecting 
our lives too much . . . Normally, 10 to 15 years 
after a major war we can expect secondary de- 


pressions . .. A bull illusionist will make his 
mistakes but, in the long run, a Bear illusionist 
will do the most damage . . . The real cost of 
each war is paid for by the current generation in 
blood, sweat, tears, loss of goods, etc. It is 
only the claims of each war that echo down to 
future generations. . . Overliquidation may re 
duce production and raise prices so that when 
you want to spend, there is no real advantage. . 
Long range budgeting is a great help in fighting 
the recession as one can see ahead with con- 
fidence and can plan a stable program instead 
of taking frantic actions . . . Inventory should 


not be tied directly to volume but should be 
thought of in terms of fixed plus variable in- 
ventory. 


NATIONAL 


BUSINESS 
BUDGETING 


Joseph L. Smith of Booz, Allen & Hamilton 
spoke on ‘“‘New Product Planning.”’ 
Mr. Smith gave the best talk using slides that I 
have ever heard. It was composed of part of the 
400 slides which they have worked up covering 
this area, The slides were clear, readable, 
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multicolored, and contained many easily under 


standable charts and graphs. Mr. Smith’s lec 


ture was truly a professional job... He stated 
that ‘Profit Slippage’’ is the most important 
thing today in the minds of management. He 
reviewed the importance of new products, using 


P & G as one example (half of our today’s bus- 
iness comes from products not in existence 10 


years ago). He indicated that you could develop 


your own new products or could diversify by ac 


quisition. He stated that each company should 


have a new products department located very 


close to the top management level. His data on 


the death rate of companies marketing new prod 
ucts and new products marketed by old estab 
lished companies was truly eye-opening . . 

Since the accountants have found out that Wall 


Street looks favorably on those companies which 


spend large sums of money on R & D, the ac 
counting methods have been changed to inflate 
the apparent R & D spending, thus historical 
R & D spending could be misleading. 


KTIONAL 


BUS) WESS 
BUDGETINS 


Dr. Dexter Keezer of McGraw-Hill spoke on 
“Capital and Research Plans of Industry.’’ 

Dr. Keezer discussed the 11th Annual Survey 
prepared by the McGraw-Hill Department of 
Economics wherein the capital spending for all 
businesses is expected to decrease 12% from 
1957 to 1958. He indicated that we are in a 
‘“*soup bowl’’ recession which could level off 
sometime between the 4th of July and Labor 
Day. He said he picked this period because 
everyone is usually on vacation during this 
period and no one knows what the hell is going 
on... The govemment is doing more than 
people realize to correct the situation . . 


Elmo Roper of Elmo Roper Associates spoke 
on “‘Current Business & Political Scene.” 

He said that it was bad news tonight for the 
Republicans, come the fall elections,as the 
Democrats’ strength exceeds the Republican 
strength in the East, South, and West with Re 
publicans having only a small 2% edge in the 
Mid-West. At the present ime it appears that 
the Republicans will lose from 5 to 7 seats in 
the Senate and 25 to 30 seats in the House... 
He believes that the 22nd Amendment, which 
prevents a president from succeeding himself 
for two terms, is fundamentally bad as it will 
weaken immeasurably any presidental control 
during the last two years of his second term in 
office... Roper’s surveys indicated a para- 
dox in that most people are in favor of Eisen- 
hower but they do not favor his domestic program 
nor do they favor his foreign program, This is 
just the reverse of the Truman administration 
when most people indicated that they did not 
favor Truman but were in favor of his domestic 
and foreign programs... The recession is not 
a buyer’s strike but merely businesses liquidar- 
ing inventories and curtailing capital spending. 
There is evidence of overselling in the auto- 
mobile industry in prior years... We are level- 
ing of f at the highest plateau in history... An 
attempt should be made to educate the people to 
have more respect for the truly leamed man (Li- 
beral Arts) as there has been entirely too much 
emphasis on glorifying the engineers and scien- 
tists (Sputnik scare, etc.).. We can now de- 
stroy the world in an hour and a half, and there- 
fore, we should not be interested in further pro- 
gress along these lines so that we could destroy 
it in 15 minutes. It would seem that we need 
more emphasis on political science where the 
truly learned man would lead the way. 
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By: Mr. T. F. Bradshaw 
Financial Vice-President 
Atlantic Refining Company 


Top Management Views 


Budgeting and Planning 


Mr. T. F. Bradshaw 
Addressing the 8th 
Annual NSBB National 
Conference — May 1958 


Is the Oil Business so different than any other Business when it comes to appraising forward planning? 
After you have digested this Author's remarks on the subject of budgeting and planning, we believe that you 
will find that basically the same objectives are strived for in any All Encompassing Budget Program. True, 
special problems exist in The Oil Business duethe emphasis that must be placed on the Long Range Plans, 
but the hacia objectives of forward planning which are stated by the author are similar to most authorities 
on the role of budgeting and planning. We believe, however, that this author may have added one objective 
which could well be emulated by members of the profession and that is, in the author’s words ‘‘setting an 
atmosphere for accomplishment.’’ This important factor in making the plan work is elaborated on by the 


author as a strong final step. 


When I joined Atlantic two years ago I found 
that the budgeting process had indeed been 
integrated into the management process. This 
will come as no surprise td those of you who 


know John Schultz, our very able budget director. 


Now, in what way is budgeting a part of the 
management process at Atlantic? Certainly the 
budget director does not make business deci- 
sions. The temptation is very strong of course, 
but he still does not make business decisions. 
At Atlantic, we think that budgeting is an or 
derly way of helping management accomplish 
four important aspects of management. First, 
setting goals; second, making plans to achieve 
those goals; third, changing those plans when 
conditions warrant and finally setting an atmo- 
sphere for accomplishment of the plan and the 
attainment of the goal. 


I think you probably will agree that these 
four aspects taken together probably constitute 
the major portion of management’s job. 


This is particularly true in the oil industry 
where management must set goals; management 
must plan to achieve those goals; management 
must be able to change its plans as conditions 
change, and, of course, not only in the oil in- 
dustry but in all industries, management must 
set an atmosphere in which plans can be ac- 
complished. And the cost of not carrying out 
these four aspects of the management job, cer- 


tainly in the oil industry, is something I would 
not care to contemplate. 


I'd like to illustrate each of these four as- 
pects of the job of management, and the part 
that budgeting plays in it by reference to the 
Atlantic Refining Company. I have to fall back 
on the Atlantic Refining Company, because as 
the Chairman pointed out, I once taught at the 
Harvard Business School, and the one basic 
imprint that left on me was that I had to get 
down to cases before anybody would believe 
what I had to say. 


COMPANY BACKGROUND 


But first, by way of background, just to fill 
you in a little bit on what Atlantic is -- Atlan- 
tic Refining Company is an integrated Oil Com- 
pany. It has assets of something over seven 
hundred million; it’s sales are about something 
over half a billion, employs about 18,000 peo- 
ple and it has a capital budget which runs to 
about 100 to 120 million dollars in any one 
year. That’s a highly significant fact, of 
course, indicating the tremendous Concentration 
of the job of management on the wise selection 
of capital projects. 
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Atlantic produces crude oil in 15 states. It 
hauls that crude oil, transports it in its own 
fleet of about 22 tankers and through about 4,000 
miles of its own pipeline. It refines in two 
large refineries, refines that crude oil or basic 
raw material into products by some means com- 
pletely mysterious to me. The refiners take a 
barrel of crude oil through a maze of pipes and 
a group of tea kettles and out the other end 
comes not only the gasoline that we’re all famil- 
ial with, and the furnace oil and the residual 
fuel oil and so forth, but hundreds of different 
kinds of chemical products and many different 
kinds of lubricating oils, asphalts, waxes and 
so forth. 


Finally, Atlantic markets these products in 
a rather vast complex of terminals, pipelines 
and distributors and about 84 thousand stations 
flying the Atlantic flag. 


The organizational plan is simple and fol- 
lows pretty closely the job to be done. There 
are four operating Vice Presidents, four heads 
of operating departments who report directly to 
the president and, in addition, five staff heads 
who report to the President directly. Now, as 
you might suspect those four operating depart- 
ments are, the Producing department which ex- 
plores for the raw material, the crude oil, and 
when, as, and if found pulls it out for the group. 
The Transportation department which hauls the 
crude in its own tankers and through pipelines; 
the Manufacturing department which turns the 
crude into products and a Marketing department 
which sells the products. 


These four operating departments are sefv- 
iced by five central staff departments -- Indus- 
trial Relations, Legal, Research and Develop- 
ment, -- Atlantic has about 550 people working 
in research and development -- Engineering 
and Construction and Finance and Accounting. 


In addition to the usual treasury and control- 
lership functions contained in the finance and 
accounting area, finance and accounting also 
includes purchasing, tax, insurance, internal 
audit, industrial engineering, economics and 
lastly but last only for emphasis, budgeting. 


Before going on further two general axioms 
about the oil industry. The first, the success 
which any oil company enjoys today is largely 
the result of actions taken five or ten years 
ago. Conversely, the success which any oil 
company hopes to enjoy five or ten years from 
now will result from the actions taken today. 
That of course is another way of pointing out 
our tremendous dependence upon capital expend- 
iture, and as you would no doubt feel in this 
instance, here is a natural for forecasting and 
for the intensive use of budgeting. 


A second axiom, an integrated oil company 


is many businesses rolled into one, and all of 
these businesses must work closely together, 
work in very close harmony if the goals of the 
whole company are to be achieved -- another 
natural for forecasting and the intensive use of 
bud geting. 


Now, with this general picture of the company 
in mind and the two truisms about the oil in- 
dustry -- let’s see how Atlantic has woven the 
budgeting processing the fabric of its manage- 
ment. 


MANAGEMENT'S TASKS ILLUSTRATED 


I'd like to show you that in terms of each one 
of the four aspects of management which I men- 
tioned. First, setting goals -- what kind of a 
company should Atlantic be five or ten years 
from now? Of course, the answer to this que s- 
tion is dependent upon the answer to a number 
of questions. One of the more important ones 
is what kind of a balance in integration does 
it have? Should it aim at 100 per cent crude 
self sufficiency? Should it try to cover its mar- 
keting and its refining capacity completely 
with its own crude oil? What kind of a balance 
should it maintain or aim for in the future for 
its fleet? Should it cover its transportation 
needs by its own fleet for instance? What kinds 
of products should it sell in the future? 


I’m sure you know something about the in- 
roads which gas has made into the home heat- 
ing business; what impact will that have on the 
future? What kind of a home-heating product 
should Atlantic sell five or ten years from now. 
How should Atlantic fit into the market for com- 
peting energy sources several years from now, 
when perhaps the competition from atomic ener- 
gy may be more spirited and more practical than 
it is at the moment, or perhaps the competition 
from the rising and falling tides or from energy 
derived from the sun? 


The field of petro-chemicals, another area 
of products which has to be planned long be- 
fore the event. Should Atlantic be in the pet ro- 
chemical field? If so, to what extent should it 
be a producer and marketer of basic chemicals? 
Or should it go on from there to become in ef- 
fect a chemical company in addition to being a 
petroleum company? How and where should it 
market these products? Should it aim at more 
and more direct outlets? Or should it move in 
the direction of distributorship? Where should 
it market to maintain its markets in the original 
thirteen states as it now does, intensify its 
marketing efforts there or should it branch out 
into perhaps less competitive areas in the mid- 
west. 

What kinds of manufacturing facilities should 
it plan for the future? What plans are now on 
the drawing board for research and development? 
What will these mean in terms of the kinds of 
products which can be produced? Where should 
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these manufacturing facilities be located? The 
whole marketing, manufacturing and transporta- 
tion of an oil company is a vast logistic system 
and it has to be all worked in together in terms 
of supplying product over an area. 


Now, posing questions such as these and 


_sometimes ¢ven answering them is of course, 


a prime responsibility of management but we 
feel at Atlantic that this aspect of manage- 
ment’s job has been made easier in several 
ways. First, management recognizes that set- 
ting goals is a matter of selecting a few from 
among a number of alternatives and that this 
process requires an evaluation of the alterna- 
tives. Second, management at Atlantic recog- 
nizes that the staff departments -- finance and 
accounting, budget, economics, engineering can 
contribute much of the material for evaluation 
of the alternatives. And finally, management 
recognizes that the yardsticks common to the 
evaluation of these alternatives are forecast 
profits and the availability of cash. 


In this way, using this kind of a process, 
Atlantic arrived at a basic goal to achieve 
crude self-sufficiency within a stated period of 
time and at the same time to maintain its logis- 
tic pattern of marketing, transportation and re- 
fining in a fighting stance so that when the 
crude self-sufficiency was attained, it would 
have a strong and orderly outlet for the crude. 


The second aspect of management -- working 
out the plan. Once the goals are set the next 
step is of course building a plan to achieve 
those goals. Here again, it’s a matter of 
selecting a few from a large number of alterna- 
tives and assessing the profit impact of each 
one of those alternatives. Here again, we be- 
lieve that the acceptance by Atlantic’s manage- 
ment of the orderly planning and analytical 
service provided by the staff departments has 
enabled it, and does continue to enable it, to 
choose among the courses of action which will 
achieve goals. 


During this process the budget department 
and the economics department work closely 
with the top management committee and with 
each one of the operating departments to whom 
some part of the planning responsibility has 
been delegated. 


Now the result of this process on a regular 
basis is a five year plan drawn up in rather 
considerable detail by the Budget Division. 
This five year plan contains the capital ex- 
penditures sol sag It contains the underlying 
financial plan, and it contains the operating re- 
sults year by year for each one of the years 
within the five year plan. 


On the basis of the first year of the five year 
plan, a very detailed operating budget and cap- 


ital budget is built. This is done annually, of 
course. As a result of this process, Atlantic 
sold off its Eastem Hemisphere marketing prop- 
erty, and marketing properties in Africa and 
Europe. Sold them off and tumed its focus of 
attention on the acquisition of crude properties. 
Some of the proceeds of that sale were utilized 
to buy the Houston Oil Company which was a 
very major acquisition. It has used some of the 
proceeds to invest very heavily into Venezuelan 
concessions and in concessions in other foreign 
countries — Syria, Guatemala, Cuba, Turkey. 


CHANGING THE PLAN 


The third aspect of management -- changing 
the plan. I need hardly emphasize to you gen- 
tlemen that business conditions do change, and 
when managements do not change their plan as 
conditions change, they can very quickly find 
themselves on an imaginary road leading no 
where. And when business conditions do 
change, then a short-cut procedure must take 
over. You cannot rely on the usual time-con- 
suming and careful preparation which goes into 
a normal five year plan and a normal annual 


budget. 


Atlantic has just gone through such a short- 
cut process and I imagine a number of compan- 
ies have also done the same thing too. 


In the last six months it became quite appar- 
ent to the management of Atlantic that the tim- 
ing of the achievement of its goal must neces- 
sarily change. Events had changed it for us, 
no changes in the goals themselves, but cer- 
tainly a change in the planning -- timing of 
achievement of those goals. Re-opening of the 
Suez Canal has created, for instance, a glut of 
raw materials, crude oil and products on the 
market. This coupled with the over-expansion 
of refinery capacity in the industry through and 
since the war, the over-supply of shipping and 
then, finally, the slow down in industrial ac- 
tivity in this country -- these things all taken 
together, to put it mildly, have knocked the oil 
industry for a loop. 


Now, how did we at Atlantic change plans to 
meet these modified conditions? Well, with 
these fairly simple steps. First the economics 
department prepared a three year forecast of the 
economy as a whole and the industry into three 
levels -- the probable level and maximum and a 
minimum -- to give us a range and also to give 
us an escape hatch for the economists. 


The next step was for the budget division to 
co-ordinate the activity of the operating depart- 
ments in translating the industry forecast into a 
series of Atlantic forecasts or forecasts for the 
company itself. 


The next step was for the finance department 
to appraise the new outlook, the new three year 


forecast, particularly in its cash flow implica- 
tions. 


The next step was for the executive commit- 
tee to consider the various kinds of capital ex- 
penditures plans which could lead us to attain 
our goal under these modified conditions. 


Of course the final step in the executive com- 
mittee was to choose a new plan of action. Our 
final step was to present this new plan of action 
to the Board of Directors and to gain its ap- 
proval. 


This process took two weeks from start to 
finish. So I think it is an affirmation of the 
flexibility of the budgeting system because it 
must be flexible in order to carry out this third 
aspect of the management job, changing the 
plan to meet changing conditions. 


The final aspect of the management job which 
I mentioned earlier was providing an atmosphere 
for accomplishment. Now, what can anything so 
formal as a budget system do to capture this 
most elusive of the management objectives -- 
atmosphere for accomplishment? What can it do 
to help men work together towards a common 
objective and take pride not only in the job 
which they themselves are doing, but more im- 
portantly take pride in the job which the group 
is doing? 


Certainly a budget cannot take the place of 
leadership in this aspect of management -- noth- 
ing can. It can’t even take the place of good 
organization. Budgeting can’t take the place of 
properly delegated authority and responsibility, 
and it can’t take the place of mature personnel 
policies. 


We feel however, that budgeting can provide 
two things in this area of creating an atmosphere 
for accomplishment. First, it can provide a 
focal point for co-ordinating all the parts of the 
company, and secondly, it cam provide a means 
first for defining performance and secondly for 
evaluating performance. 


HOW IT ALL FITS 


I described to you earlier the various pieces 
contained in an oil company, and I’m sure you 
got some feeling from that, the complete neces- 
sity for coordination of those pieces in getting 
them to work together. The crude oil comes up 
out of the ground into tanks; it’s got to be 
scheduled in and out of the tanks; the tank ships 


have to be scheduled to make deliveries; the 
refinery has got to be scheduled to run at opti- 
mum; the flow of products has to be scheduled 
out to many points so that there will be products 
when they are needed, where they are needed, 
and the time they are needed. All this requires 
an extraordinary high degree of coordination. 


This co-ordination is accomplished in Atlan- 
tic as it is anywhere else, by men, but in Atlan- 
tic we feel this co-ordination is accomplished 
by men working within the framework ofan ac- 
cepted plan, the budget. We feel that the budget 
helps set this atmosphere for accomplishment 
by providing the framework for team action. 


Now, in terms of evaluation of performance, 
once every month a full meeting of the executive 
committee is set aside to review the analysis 
of the comparison of actual results against the 
budget. This analysis is prepared in rather 
large detail, by the joint effort of the budget 
division and the operating departments; as I say 
a whole meeting of the executive committee is 
devoted to this once a month. Comparisons are 
made actual against budget, analyzed out in 
some detail. 


Furthermore, the president reports to the 
Board of Directors each month in exactly the 
same terms. He reports on results as compared 
to budget. 


I think this is a significant statement and is 
possibly the key to understanding why and how 
budgeting has become a part of the management 
process at Atlantic. The president, by his own 
example, has demonstrated that planning and 
measuring results against the plan are essen- 
tial ingredients of management. 


I’ve tried to draw upon my brief experience at 
Atlantic to make these major points. First, we 
feel that budgeting is an orderly way of helping 
management to accomplish four aspects of its 
job. First setting goals, second making plans 
to achieve those goals, third changing plans 
when conditions warrant and finally creating an 
atmosphere for accomplishment. 


And the final point I want to make is that the 
basic requirement for weaving budgeting into 
the management process is a recognition by top 
management that management without planning 
is a contradiction to the terms. 
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I’m very pleased to have an opportunity to 
discuss an area of research management that 
requires far more attention and is far more im- 
portant to us than most people seem to realize. 


This area js the question of our research bud- 
get. I would like to start off by explaining why 
we think we need a research budget, and by 
this I do not mean to imply that we think we can 
get along without one, because research people 
many years ago got over the notion that a budget 
was just a nuisance. 


A research budget today is a part and parcel 
of our research effort itself, and our concern now 
of formulating research budgets is with what 
they can contribute to the overall effectiveness 
to our research effort. And in order to explain 
what I mean by this, I would like to take a little 
time to discuss just what a research organiza- 
tion is today, and just what it is that we are 
trying to accomplish through budgeting. 


A modern industrial research is carried out 
by specific groups organized to discharge this 
function effectively. And while there are natur- 
ally all sizes and kinds of research organiza- 
tions, the basic organization is beginning to 
follow a somewhat similar pattern as research 
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If you are led to believe from the title of this article 
that you can conveniently learn by reading this article 
just how much to spend on your Research Budget, then 
ou have been misled. This article deals instead with 

udgeting as it applies to a Research Organizatien. 
The problems of dealing with sometimes abstact ideas 
and translating them in terms of dollars to be spent 
to accomplish the goal profitably gives the art of bud- 
get preparation a new twist. Dr. Reeves believes it 
can be done, and explains in detail how Esso Research 
accomplishes their objectives within the framework 
of a sound budget. 


people have worked to develop the most effec- 
tive type of organization. Our preoccupation 
with the best type of organization to carry out 
industrial research has been made necessary by 
the growing effort in this field andthe highly 
competitive situation that has been generated. 


Today, as you undoubtedly know, industrial 
research is an important industry in its own 
right. 


It is a $7,000,000,000.00 a year business, and 
next year I gather it will be $8,000,000,000.00, 
accounting then for 1.6 per cent of our gross 
national product and employing more than 
500,000 people. In fact many research organi- 
zations would meet most of the definitions that 
are used to describe big business. And there 
are quite a few today with more than 3,000 em- 
ployees, conducting an annual business in 
excess of $50,000,000.00 per company. 


Now, since modern industrial research organ- 
ization is a relatively new phenomenon, it might 
interest you also to hear a little bit about what 
such an organization is like. 


I can do this best by describing briefly my 
own company. It’s not a typical research organ- 
ization because there are still many ways in 


| 
| 
ah CONFERENCE 
= 


which research is organized, but it is a repre- 
sentative of a form of organization that has been 
adapted by a number of companies. I will give 
you some idea of what is involved as we try to 
carry out industrial research under today’s com- 
petitive conditions. 


ESSO Research and Engineering Company is 
a member of what is known as the Jersey Fam- 
ily. It is a separate company and was originally 
organized in 1919 to provide affiliates of the 
Standard Oil Company in New Jersey with the 
technology that they felt they needed to carry 
out their operations effectively. 


Well, there have been a number of corporate 
changes in our 39 years of existence and while 
we have grown extensively since we were 
formed, the same basic ideas persisted and we 
continue to operate as a separate organization 
within the Jersey Family. 


In this connection, it might interest you to 
know that we receive no income at all from our 
parent. All of our income is the result of con- 
tracts negotiated with our affiliates for research 
in specified areas and through direct requests 
from affiliates for particular research and en- 
gineering results. 


Our operating program, therefore, must recog- 
nize our anticipated revenue from long range 
contracts to what might be termed spot busi- 
ness. This is particularly serious in our case 
since our basic contracts are of the net expense 
type with stipulated maximum charges. This 
means that according to the contracts, we can- 
not make money, but we can operate at a loss. 
Now, since we have no reserves to cover loses, 
I think you can see that budgeting in this re- 
gard is very important to us. Our expenditures 
exceed some $50,000,000.00 a year and any 
major areas between expense and revenue would 
be disastrous, particularly to the directors. 


Organizationally, we are like most other bus- 
inesses. We have an organizational group con- 
sisting of our Board of Directors and Executive 
Committee, functional officers and their staffs. 
This group supervises and co-ordinates the 
operation of 18 operating divisions, eleven of 
which are engaged in carrying out research and 
engineering, and seven of which are service or 
supporting groups, including a Treasurer’s Div- 
ision, and Controller’s Division. 


Each division has its own budget and is re- 
sponsible for operating in accordance with it. 
We also, through a series of separate contracts, 
purchase results of research from other Jersey 
affiliates who operate research organizations 
under these contracts. 


And finally, we are the major repository of 
Jersey’s patent assets in the refining and mar- 


keting fields, and we carry out a fairly large 
operation in the licensing of rights under these 
patents and in negotiating for rights under the 
patents of others. 


I’ve described all of this so that you will 
understand that the development of a research 
budget under today’s conditions is not just a 
question of how much money should be spent for 
research, but it represents the development of 


an important working tool for research manage- 
ment. 


ROLE OF BUDGETS 


Our long range budgets outline our program 
and cash requirements for both operating and 
capital expenditures. Our short range or annual 
budgets represent an expression of research 
policy. In day-to-day operation, our budgets 
are an important instrument of management con- 
trol and in retrospect are a measure of our 
financial performance. 


Under these conditions, the development of a 
research budget is carried out quite differently 
than many people suppose it is. Ideally, it 
might be that the best way to arrive at a re- 
search budget would be to list ideas for research 
projects, select those ideas which appear to be 
good ones, come to some decision on the effort 
to be expended on each project and finally add 
these all up to obtain the research budget. 


Actually, the procedure is quite different, al- 
though when we get all through, the final results 
are not too far different from meeting the require- 
ments of the ideal situation. Our approach to 
this problem has to be different because a re- 
search organization is an extremely complex 
machine and takes far longer to build than most 
other corporate assets such as a new factory. 


In most companies today’s research organiza- 
tion is the result of plans developed and carried 
out from previous years. Today's plans do not 
determine today’s research organizations, but 
determine the research organization of tomorrow. 


Because of these considerations, the starting 
point in our budget procedures is a long range 
budget. In our case, this represents our plan- 
ning for the next ten years. The preparation of 
a long range budget as you can imagine is a 
rather complicated affair and requires on our part 
careful consideration of our affiliates’ long 
range objectives in terms of growth along estab- 
lished lines, in terms of plans for diversifica- 
tion, in terms of anticipated activity on the part 
of our competitors, in terms of long range cash 
availability, in terms of the skills and attitude 
of the opérating organization with regard to the 
use of technology and similar considerations. 


This can only be done on the basis of an inti- 
mate knowledge of the Jersey Organization's 
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current operations and plans for the future and 
requires the closest type of cooperation between 
the research management and the management 
of the various operating affiliates. 


On the basis of these analyses, it is possible 
to designate areas in which research support 
is required and to evaluate the extent of this 
support over the years, area by area. These pro- 
jections for individual areas are then brought 
together to arrive at our long range forecast in 
terms of total effort. 


At this point I would like to emphasize that 
a long range budget is not a project budget in 
which we outline year by year exactly what we 
will be doing. It is instead, a forecast into the 
future of the overall magnitude of effort that 
will be required and of the general type of work 
that will have to be done. And, as you can see, 
in the development of a long range budget, it is 
necessary to assume that there will be more 
than enough good ideas for particular projects 
in each area and that a possible lack of suitable 
projects will represent no problem at all. 


Based on our past experience and that of 
others, this assumption is not particularly risky 
in a research organization since almost any com- 
petent organization can always develop many 
more good projects than it has the resources to 
pursue. And in forecasts such as these, a high 
degree of accuracy is quite difficult to achieve. 
However, for the purposes of these budgets ex- 
treme accuracy is not essential since the fore- 
cast can be re-examined and approved each 
year. 


Well, these long range forecasts then repre- 
sent our budget master plan and they outline 
beth capital expenditures and operating ex- 
penditures year by year. They also outline our 
organizational requirements and serve as the 
basis of the development of year by year plans 
for organizational changes and training pro- 
grams. 


From these plans we can then develop our 
cash flow position year by year in terms of ex- 
penditures, income and financial requirements. 
We can also -- which is an important part of our 
budget procedure -- develop plans for the em- 
ployment and training of the scientists and en- 
gineers that are going to be required to meet 
these objectives. 


THE ANNUAL BUDGET 


Once our master plan has been developed, the 
next problem is the preparation of the annual 
budget. In preparing the annual budget we feel 
that it is unrealistic to assume that we must 
head forour long range projections along a 
straight line. In achieving the objectives of the 
long range projections, we need to retain 
enough flexibility in the preparation of the an- 
nual budgets to consider current as well as 


future problems of our own and of the operat- 
ing affiliates. 


One of the major considerations, then, in 
developing the annual budget is to avoid action 
that will disrupt the possibility of achieving 
these long range objectives in a reasonably 
orderly fashion. 


For example, a forecast of long range re- 
quirements in terms of laboratory and offices 
will often prevent the construction of these 
facilities on sites which are too small and not 
expandable to meet long range needs. 


We’ve had some experience along these lines 
in the days when we did not use long range pro- 
jections, and I can assure you that there is 
nothing so aggravating as suddenly realizing 
that you have put up a building on the wrong 
site. 


However, when such problems are recognized, 
it is quite possible to achieve a long range 
solution which may represent some temporary 
inconvenience but will in time provide the facil- 


ities needed for efficient operation in the fut- 
ure. 


Similar considerations are applied to operat- 
ing budgets and it is very undesirable ta have 
wide swings in hiring programs. These are not 
only extremely destructive from the standpoint 
of morale but make it difficult to develop a 
stable and effective organization. Recognition 
of long range needs can also go a long way 
towards preventing internal shifts in organiza- 
tions and work assignments that must then be 
retraced in the future to the detriment of all 
concerned. This is particularly true when an 
organization is tempted to discontinue long 
range research in order to solve pressing cur- 
rent problems. Since the long range work is not 
readily picked up again and the organization 
may find itself in the future without the build- 
ing blocks needed to support its then current 
program. 


Long range or basis research is usually the 
most difficult part of a research program for the 
research organization to justify to others. It 
is also the most important factor in determining 
the future strength of the organization and must 
be vigorously protected at an adequate level. 
This level in our case amounts to some 20 per- 
cent of total research and development techni- 
cal personnel. 


Generally speaking, the research organization 
has the least flexibility in terms of the overall 
effort it can generate, since this is limited by 
physical facilities and trained people in the 
organization. This.is the concern of the long 
range budget and is a major reason for its 
importance. 


Somewhat more flexibility exists as regard 
to the internal distribution effort among areas 
of research since it is usually possible to se- 
cure some interchange of facilities and people. 


The primary purpose of the annual budget is 
to outline the distribution of effort felt desir- 
able for the coming year. And maximum flexi- 
bility exists when we talk about individual 
projects since these can, within limits, be 
expanded or stopped during the course of the 
year. 


And greatest operating efficiency in our opin- 
ion is indeed when this is done to meet new 
requirements and is provided for in our annual 
budget by defining budget expenditures in terms 
of programs rather than projects. 


With these considerations in mind, then, our 
approach to our annual budget is to start with 
the long range budget or master plan. On the 
basis of this, we establish reasonable limits 
within which the annual budget can be varied 
without destructive results to the overall plan 
itself. And then on the basis of the views of 
the needs of our affiliates determine what seem 
to be desirable changes in the emphasis be- 
tween areas of work within the overall budget. 


The next step is to describe the importance 
of individual programs in each area, Following 
this we try to fit into the tentatively estab- 
lished limits the programs on which work seems 
desirable. 


Now this inevitably requires that some pro- 
grams be backed out, and the next step is to 
make a careful comparison of the relative im- 
portance of programs backed out in each area 
and then try to readjust the areas so that they 
are within reasonable balance with each other 
in terms of the importance of work that is now 
being done. 


At this point the budget process returns to 
the overall budget. We must now evaluate the 
desirability of exceeding or reducing the amount 
of effort indiscriminated by the long range 
bench marks. This evaluation is primarily on 
the basis of pressures to do work on problems 
that cannot be accommodated in the annual bud- 
get as so far developed and the desire or abil- 
ity of affiliated companies to support programs 
of various magnitudes. 


These considerations, as you can see, can 
result in either a reduction or expansion of the 
annual budget effort, and the adjustment of the 
budget to the company’s current needs is the 
result of a whole series of balances up and 
down the line. This is also probably the weak- 
est point in our budget procedure because the 
answers depend almost entirely on judgement 
and are very difficult to evaluate quantitatively. 


In our company the budget procedure I have 
just described requires some eight months. It 
begins in April when our Executive Committee 
after reviews of technical problems and discus- 
sions with affiliated and parent companies sets 
up a tentative overall budget figure and tenta- 
tive figures for the distribution of effort be- 
tween various areas, 


During May and June the individual divisions 
and the officers of the company having func- 
tional responsibilities work up the individual 
programs to meet the general objectives. By 
September this is all brought together by dis- 
cussions among the functional officers. The 
formal budget is then prepared by the Control- 
lers’ division for presentation to the Esso Re- 
search and Engineering Board for review in 
October. 

Finally, the budget adopted by the Esso Re- 
search and Fngineering Board is presented to 
the parent company and affiliates with whom 
we have contracts for further reviews and dis- 
cussions. These discussions determine 
whether or not the Esso Research and Engineer- 
ing Board wishes to reconsider its October bud- 
get action. Whatever action is required is taken 
during December and the budget for the follow- 
ing calendar year has been completed. 


BUDGET AS MANAGEMENT CONT ROL 


I’d now like to discuss the budget as an in- 
strument of management control which is anoth- 
er important use of the budget. Budgets are 
serious business with us and we expect our 
officers having functional responsibilities to 
see that the distribution of effort in various 
areas follows budget planning. 


This problem in a research organization is 
further complicated by the fact that salaries, 
wages and related charges constitute our major 
item of expense, and, from a practical stand- 
point, dollar control can only be achieved by 
setting up a parallel budget for technical and 
non-technical manpower and imsisting on as 
careful adherence to this budget as to the dol- 
lar budget. We've been quite successful along 
these lines, but are faced at this point with a 
major problem that applies particularly to re- 
search organizations. This problem arises 
from the fact that it is extremely difficult to 
measure research productivity. It is one thing 
to control expenditures according to a budgeted 
plan, but it is quite another thing to know 
whether or not you ate making or losing money 
by following the plan; that is, it is entirely pos- 
sible for a division manager to stay within his 
budget by economizing in areas that destroy his 
technical output, but it is very difficult then for 
the division manager or anyone else to know 
that this is actually happening. 


We have tried to approach this problem by a 
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two-pronged attack. First of all, we are trying 
to develop methods measuring -- for measuring 
technical productivity. Now, this may sound 
as an almost impossible task, but we think it 
can be done, at least through much narrower 
limits than are now possible. We have a task 
force assigned to this problem and will con- 
tinue to work on it until we arrive at a more 
satisfactory solution. 


Our second point of attack is in connection 
with services provided the technical people to 
make their work more effective. These include 
such items as laboratory analysis, engine test 
work, pilot plant operations, laboratory assis- 
tance, library, clerical, stenographic help and 
so forth. Now, here we can do quite a bit in 
developing techniques for performing each ser- 
vice at the lowest possible cost and by setting 
up a reasonable price list for each service. If 
this price list is accompanied by individual 
budgets for the research teams, competition is 
established between the services available and 
the technical groups are encouraged to select 
those services which represent the most econo- 
mical support for their purposes. 


This is an area, as you can see, where sound 
budgeting and sound economy practices are all 
important, and we are convinced that manage- 
ment control of this nature can only follow from 
the establishment of realistic budgets. 


The final point I would like to mention briefly 
concerning our budgets is that they are an ef- 


fective measure for the financial responsibility 
of research managers. They are not only indi- 
cative of the ability of the management to plan 
an adequate research strategy for the company, 
but by comparison between budgets and actual 
performance provide a good index of the sound- 
ness of the plans themselves and the extent of 
management control over its operations. 


Id just like to close by itemizing the three 
principles that I think are important in connec- 
tion with research budgets. The first is that 
industrial research today is not a staff activity 
but is an operation that is engaged in creating 
a product. This product is technology and is a 
tool to be purchased and used in other areas of 
the company’s operations. 


Secondly, successful management of indus- 
trial research requires careful analysis of the 
need or market for the products that are to be 
produced. It requires careful planning to meet 
these needs and careful control over cost, if 
its products are to be created at a price that 
will make them useful. 


And finally, quantitative expression of all of 
these objectives is represented by the develop- 
ment of a research budget. Budgets of modern 
research organizations do not merely represent 
allowances for research expenditures but ex- 
press the long range plans of a company to pro- 
vide itself with effective technology over the 
years and to provide itself with current research 
programs that will achieve these objectives. 
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Congratulations to JOE ALVAREZ of the Sr. 
Louis Chapter on his promotion to Controller of 
the Reardon Company. 


The LOUISVILLE Chapter will sponsor a day 
and night meeting with an added attraction of a 
plant tour of General Electric to precede the meet- 
ings on November 7, 1958. Invitations have been 
tendered to members of the Indianapolis, Dayton, 
Cincinnati and St. Louis Chapters to join the 
day’s festivities. Hal Mason is expected to be a 
principal speaker on the fine program they have 
developed for this regional meeting. 


A.D. LAGOMARSINO of the Philadelphia Chap- 
ter served as chairman of an AMA Workshop 
Seminar on Utilizing Cost Accounting Systems 
For Effective Control in New York on September 
22-24 and again on October 20-22. 


Chicago Chapter newsletter reports on New, 


Positions as follows: STANLEY BAUM is now 
Controller of Kitchens of Sara Lee, Inc ...... 
PAUL AHERN has been named Controller of 
Clad-Rex Corporation, a subsidiary of the Simoniz 
Company where he was Budget Accountant...... 
DON BACON has moved to the Cost Accountant 
spot at R.R. Donnelley and Sons Co., and has 
been succeeded as Budget Director by former 
chapter member CLIFF KUEHN who has applied 
for readmission to the fold. (We picked this up 
out of Chicago, but as you know DON is Presi- 
dent of the Calumet Region Chapter.) 


CONGRATULATIONS! Professor ERNEST 
WEINWURM of DePaul University presented a 
paper on ‘‘Problems of Measurement in Business 
Forecasting’’ to the Thirteenth meeting of the 
Operations Research Society of America at Boston 
on May 15. Professor WEINWRUM was also award- 
ed the Lybrand Award Certificate of Merit by the 
National Association of Accountants for a dis- 
tinguished contribution to the literature of Indus- 
trial Accounting entitled ‘‘A Middle Ground for 
Advancing Budget Systems and Concepts.”’ 


EVERETT YOUNT of Chicago spent the entire 
month of August with his family on a vacation in 
HAWAII. 


ABOUT MEMBERS 


JOHN DEAN of the Los Angeles Chapter has 
moved over to the Nortronics Division of North- 
throp Aircraft. He was formerly with Radioplane. 


AL LIEL of the Los Angeles Chapter has left 


Chrysler and is now with Convair-Pomona. 


CHARLES PFHALER of the Philadelphia 
Chapter and the Sun Oil co. was promoted to 
Corporate Accounting Manager over the newly 
formed Corporate Accounting Department of the 
Controllers Division. 


CHICAGO CHAPTER FALL SEMINAR...... The 
Chicago Chapter is planning two seminars for the 
current chapter year. The first to be held at the 
St. Clair Hotel on November llth with the main 
topic ‘“‘Planning a Profit and Loss Forecast’’, 
Discussion leaders for the Fall Seminar will be 


A. GERALD AVANT and JOHN L. GARRETT. 
CONTACT is the name of the National Life 


Insurance Company’s home office employee’s 
publication and it recently featured an article 
written by LYNFORD M. FOSTER, a NSBB menm- 
ber-at-large, entitled ‘‘The Company Budget’’. 
Recently we received word that on the basis of 
this article Mr. FOSTER is to receive a Certifi- 
cate of Honorable Mention in the Twentieth 
Annual Gold Medal Award for Business Letter 
Excellence. Congratulations, Lyn! 


In the February issue of BUSINESS BUDGETING 
we published an article written by ROBERT M. 
SOLDOFSKY, Associate Professor of Finance, 
State University of Iowa, entitled ‘Depreciation, 
Economics, and the Conservation of Cash’’, This 
article has now been reprinted and appears in a 
volume ‘“‘Lectures in Financial Management’’ 
which has been written by ROBERT SOLDOFSKY. 
This publication can be purchased from the Iowa 
Supply Co., lowa City, Iowa at a cost of $2.50. 


RICHARD E. NIELSEN, a prominent member of 
the Tri-Cities Chapter, who has been a staff assist- 
and to the Farmall Works Manager of International 
Harvester Company, Rock Island, Illinois has 
been named general superintendent of International 
Harvester Farmall Works in Rock Island. 


ST. LOUIS chapter reports that at the request 
of Professor ARTHUR CARLSON of Washington 
University for a member of the chapter to present 
a talk on Budgeting, AL AMIESS will appear be- 
fore the William S. Krebs Accounting Club of the 
senior class of Washington University. The meet- 
ing will be held on Thursday, December 11th and 
the topic will be ‘‘Planning a Budget for the New 
Year.”’ 
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Congratulations to H. T. DICK, New York 
Chapter, Program Committee Chairman, on his 
promotion to Budget Manager — Charles Pfizer & 
Company, Lots of good luck. 


GEORGE BARGE, Treasurer of Keasbey & 
Mattison Company, has been elected to the 
Board of Directors 
of that company 
and named Chief 
Financial Officer. 
He is a director of 
our Philadelphia 
Chapter. George 
joined K & M in 
1934 in their St. 
Louis, Mo. plant. 
The company, which 
is now in its 85th 
year, manufactures a full line of asbestos, mag- 
nesia and asphalt products, and operates plants 
in Ambler, Pa.; Stockport, N.Y.; Meredith, N.H.; 
Perth Amboy, N.].;St. Louis, Mo. and Santa Clara, 
California. Are there potential members here? 


Photo above shows National President, /lal 
Mason presenting the NSBB Ilouston Chapter 
to Jerry Browning, First President of this new 
chapter. The charter was presented on September 
19th at the Board of Director’s Meeting held at 
the Ben Milam Ilotel, Dallas, Texas. 


ROY A. BATEMAN, Accountant, Brown & William- 
son Tobacco cCorp., Louisville, Kentucky 

FRANK F. BROADUS, JR., Cost Accountant, 
Louisville Cement Co., Louisville, Kentucky 

HERBERT L. SMITH, Plant Accountant, Reynolds 
Metals Co., Louisville, Kentucky 

CHARLES E. VREELAND, Special Assignment- 
International Harvester Co., Louisville, Ky. 

FRANK A. OXTON, Accountant, Johnston Foil 
Mfg. Co., St. Louis, Mo. 

GEORGE M. RAYBURN, Assist. to Controller, 
St. Louis-San Francisco Railway Co., St. 
Louis, Mo. 


RICHARD W. McCUNE, Budget Director, South- 
west Lumber Mills, Inc., Phoenix, Arizona 

HOWARD A. PATTERSON, Budget Manager, 
Advance Transformer Co., Chicago, Illinois 

CHARLES B. HARDINGHAUS, Budget Supervisor, 
Lockheed Aircraft Corp., Burbank, Calif. 

MARSHALL F. ROBINSON, Central Budget Mer., 
Cannon Electric Co., Los Angeles, California 

C.G. HAYWARD, Controller, Cameron Iron Works, 
Inc., Houston, Texas 

RICHARD K. HULTON, Accountant, Texas In- 
truments, Inc., Houston, Texas 

MARLOW CHRISTENSEN, Chief of Budgets, The 
Ryan Aeronautical Co., San Diego, Calif. 

JOHN E. JOCHEM, Supervisor of Budgets, Allis- 
Chalmers Mfg. Co., Cedar Rapids, lowa 

ALBERT A. SCHAAKE, Budget Manager, Bolta 
Products Div., General Tire & Rubber Co., 
Lawrence, Mass. 

C.P. CARLSTEDT, Division Controller, Com- 
bustion Engineering Inc., Chicago, Illinois 
RAYMOND FE. EMERY, Statistics Unit Head, 

Texas Eastern Transmission Corp., Little 
Big Inch Division, Shreveport, Louisiana 
ROBERT V. GINTY, Supervisor Costs and Bud- 
gets, Upson Co., Inc., Lockport, New York 
MAITLAND L. CLARK, JR., Asst. Supervisor- 
Cost Dept., Allis-Chalmers Mfg. Co., Cincin- 

nati, Ohio 

ROBERT N. HAMPTON, Budget Analyst, Warner 
& Swasey Co., Cleveland, Ohio 

KENNETH W. McLAUGHLIN, Marketing Control 
Coordinator, Electro Data, Div. of Burroughs 
Corp. Pasadena, California 

MILTON J. URNER, Partner-CPA, Palmer & 

Urner, San Diego, California 

FRANK F. WILMES, Budget Analyst, Ramsey 
Corp, Manchester, Missouri 

WILLIAM B. JAMIESON, Hawaiian Pineapple Co., 
Ltd., Honolulu, Hawaii 
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ELECTION NEWS 


DALLAS SEPTEMBER 19 1958 


THE SOUTH SWINGS TO NSBB 


RECENT CAMPAIGN BRINGS RESULTS 
SLATE OF ELEVEN ELECTED 


The conclave of NSBB leaders assembled in 
Dallas on September 19th issued a statement 
claiming that NSBB definitely was going to 
sweep the South. As evidence, they pointed to 
the fact that already Texas had swung over, 
with NSBB firmly entrenched in Houston and 
Dallas. Now, they pointed with pride, another 


Welcome to the following Charter 


CLAUDE J. HAINES, American Art Metals 
Co., Atlanta, Georgia. 


JOSEPH H. BURKE, COMPTROLLER, Foote 
& Davies, Inc., Atlanta, Georgia. 


RAYMOND E. FULTON, ASSISTANT CON- 
TROLLER, The First National Bank of Atlanta, 
Atlanta, Georgia. 


JAMES DAVID KAY, JR., Partner-CPA, Young, 
Garber & Company, Atlanta, Georgia. 


WILLIAM A. CLARK, JR., CONTROLLER, 
Write Right Mfg. Company, Atlanta, Georgia. 


JACK D. GUTHRIE, BUDGET MANAGER, 
American Art Metals Company, Atlanta, Georgia. 


of the South’s strongholds - Atlanta - desired 
to come into the NSBB fold. 


Eleven of the South’s finest Budgeteers 
petitioned for membership in NSBB, and they 
were quickly acknowledged and approved by the 
National Board of Directors of NSBB. 


Members of the new Atlanta Chapter. 


W. B. WITCHER, MGR. OF BUDGET DEPT., 
Lockheed Aircraft Corp., Marietta, Georgia, 


LARRY B. BARNES, CHIEF COST AC- 
COUNTANT, Fulton Bag & Cotton Mills, De- 
catur, Georgia. 


WILLIAM H. CHANCEY, JR., SENIOR AC- 
COUNTANT-CPA, Young, Garber & Company, 
Atlanta, Georgia. 


JAMES L. TURNER, PUBLIC ACCOUNTANT, 
Young, Garber & Company, East Point, Georgia, 


ARCHIE R. JONES, SENIOR ACCOUNTANT, 
Delta Airlines, Inc., Hapeville, Georgia. 
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N.S.B.B. 1959 CONFERENCE | 
MINNEAPOLIS @® ST. PAUL 


HOTEL LEAMINGTON MAY 21-22, 1959 


% 


The nine Chiefs and one Indian who are busy plotting the 1959 pow-wow have no smoke signlas to make 7 


yet. Therefore Old Nokomis has taken over this first issue to let you know what the Happy Hunting Grounds 
have to offer. 


Old Nokomis says ‘‘Minnesota is heap fine place to combine vacation and business.” In furtherence of the 
sentiment he sent this written on a piece of birch bark. 


“Come to the Land of Sky Blue Waughters 
Bring your sons and bring your daughters.”’ 

Minneapolis — St. Paul is landof many lakes. One of the two dozen within city limits is pictured above. No 

need to hunt own food. Charlies’ Cafe Exceptionale, Schieks or the Criterion provide grub superior to aver- 

age trading post. Art galleries, theaters and jazz spots (progressive or cool) keep off-the-reservation brave 

happy. 

Old Nokomis (a real budget man) pinned one more item to the tipi pole with a Bowie knife before crawling 

back under his wolf skin until next issue. Here it is: 


“*Learn from Chiefs from many lands 


Learn to plan to gain much wampum , 
Leam to get in good position 
Learn to skin the opposition.”’ 


Old Nokomis, Leading Chief 
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NEW CHAPTERS!!! 
Who will be NEXT? 


JOL T? 
4 
RICHMOND 


KANKAKEE? 
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